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16 June 1975 


CBAD Ingtructiou No. § 


SUBJECT: Surveys and ‘elationshtp with Cost Accounting Standards 


1. The attaclyd survey fom, No. 3771 dated April 1975, has been designed 
to cenform with disclosure statements requirad by the Cost Accounting Stendards 
. Board under Public law 91-379. At the present time, each canpeny which together 
with its subsidie-ies received net awards of negotiated contracts during either 
of Federal Fises. Years 1972 or 1973 totaling more than $10 million (originally 
$30 million), ad ie entering into a negotiated contract in excess of $100,000, 
is required to file a diaclogure statement. (The Board has proposed that ef- 
fective 1 July 1975 any company, including subsidiaries, that has received 
negotiated ng-ional defense prime contracts subject to Cost Accounting Standards 
totaling mor than $10 million. in Federal Fiscal Years 1974 or 1975 be required 
to submit s lisclosure stateent.) In the evant the entity being surveyed bas 
completed ‘orm CASB-D6-1 (Digclosure Statement), a copy, if not previously 
to the Agency, shonld be secured from the contractor. Page 1 through 
kh. (Benic anformation), of the attached will be completed by the auditor but 
Parts I vuhrough VIIT will be replaced by tho contractor's canpleted Farm 
CASE-D9-2. All pertinent parts of the attached survey form will be cempleted 
by the aviiter for those companies not required to file a disclosure statement 
@ndi with whan we are entering into a negotiated contract in excess of $100,000. 


2. The canpleted survey forms are to be used for the purpose of determining 
inicielly wisther a prospective Agency contractor has an acceptable cost ac- 
eomting system for ready determination of comtract costs. Additionally it will 
Br uped on sobsequent eudits to ensure consistent cost treatment in the prepa- 
ration of Wwoposale end accumilation of actual costs, consistent application on 
Agency: controcts with other Goverment contracts, and also to determine whether 
the contractor's syetem has camplied with duly pramigated Cost Accounting 
Stantards. , 


ted contrasts in excess of $100,000 (not only to those contractors who 
were p2quired to file disclomure statements), wilesa specifically exempt by the 
Cost commting Stenderd. Effective 1 Jamury 1975, the CASB has changed the 
¢hre-hold level of contracts subject to Cost Accounting Standards from $100,000 
. te $00,000, After a contractor receives one $500,000 contract ell subsequent 
ecatracts over $100,000 will also be subject to Cost Accounting Standards. 


hk. The avditors are expected to becane familier with Cost Accomting 
Gtendaxts as they are promigated, review contractor's practices and advise 
them if not in compliance. Follow up will be wade to ensure compliance end/or 
weocemendation for adjustment to price for failure to comply or to 
follow consistently cost accéunting practices in pricing proposals and in ac- 
cumilsting ani reporting contract performance data. 


Se No date the following Cost Acoomting Steniards have been issued: 


CAB hO1 - Consistency. in Estin » Acctemlating, and Reporting 
Coste ~ effective 7/01/72 ~ no exemptions. 


CAS kO2 - Consistency in Alloca Coste Incurred for the Same 
Purpose - offeative 7/01/72 ~ no exemptions. 


CAS 403 - Allocation of Hawe Office Expenses to Segments - 
effective 7/01/73 (to be followed by each contractor 
as of the beginning of his next fiscal. year after 
9/30/73) Exemption - those contractors who are not 
required to submit disclosure statencnts. 
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“SUBJECT: Surveys and Relationship with Cost Accounting Standards 


CAB hOk Capitalization of Tangible Assets « effective 7/01/73 
(Applicable to accrued expenditurcs for acquision of 
tengible capital asscte during the contractor's naxt 
fiscal yoar beginning on or after 10/01/73.) =< no 
exemptions, 


CAS 405 - Accounting for Unallowable Costs ~ Effective 4/01/74 ~ 
no exemptions. 


| CAS 406 ~ Cost Ascounting Periods - | effective 7/01/7h = no 
exemptions. 


CAS HOT ~ Use of Standard Costs far Direct Material and Direct 
Labor « effective 10/01/74 ~ no exemptions. 


GAS hOB « Accounting: for Coste of Compensated Perscnal. Absence - 
effective 7/01/75 ~ no exemptions. 


CAB hog - tion of Tangible Capital Assets ~ effective 
7/01/75 -. does not apply where canpensation for the 
use of tangible capital assets is based on use al- 
lowances es provided for by the provision of Fuc-73-8 

cost principles for Educational Instutions); FMC~ 7-4 

a for determining costs applicable to — 

ond contracts with state and local goverments), 
other eppropriate Federal Procuranent fepilatiane 
(Although the effective date is 7/01/75 the Senate 
wubocumittes is aurrontly investinating to determine 
whether the Standard imposes such an unreascnabic 
bevien on industry thet it 1s inconsistent with 
National Ecomamie Folicy and sod procurements 
. Chjectives, ) 


Proposed CAS 410 — Allocation of Business Unit General ani 
Atainistrative Expense to cost Objectives. 


Proposed CAS kil ~ Accounting for Acquisition Costs of 
Materials. 


: 6. «Auditers are expected to prepare Farm Mo. 3771 (or secure a copy of Form 
GASE-DM-1, if not already in our files) on those contractors with whom we bave « 
Significant Collar volune of business, wm their next visit. 


STAT 


Chief 
Commercial Systems and Audit Division 
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